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1. SUMMARY: LOCAL ESSO REP REMAINS CONCERNED OVER SITUATION 
FOLLOWING CENTRALIZATION OE PETROLEUM MARKETING AND DISTRIBUTION 
IN STATE OIL COMPANY (YPF). GOA HAS AVOIDED OUTRIGHT NATIONAL- 
IZATION, BUT IS OBLIGING PRIVATE COMPANIES TO OPERATE AS AGENTS 

FOR YPF ACCOUNT THUS FAR WITH NO PAYMENT. LOCAL REP IS HOPEFUL 
NEW ECONOMICS MINISTER AND TEAM WILL LEAD TO IMPROVED CLIMATE 
FOR RESOLVING OUTSTANDING PROBLEMS. END SUMMARY. 

2. RECENTLY, EMOFE DISCUSSED SITUATION OE MARKETING AND DIS- 
TRIBUTION WITH LOCAL ESSO REP WHO PROVIDED FOLLOWING 
INFORMATION. INITIAL DECREE 632 OF AUGUST 28 GAVE ENERGY SEC- 
RETARIAT BROAD MANDATE TO CENTRALIZE PETROLEUM MARKETING AND 
DISTRIBUTION IN YPE. UNDER THIS UMBRELLA, RESOLUTIONS 320 AND 

330 THEN ADOPTED WHICH, IN EFFECT, COVERT PRIVATE OIL COMPANIES 
INTO YPE AGENTS FOR MOST ACTIVITIES INCLUDING REFINING. BY 
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AT SAME TIME OBTAINING USE OE, AND INCOME EROM, ASSETS OE 
ESSO AND OTHER PRIVATE COMPANIES THIS EAR WITHOUT PAYING 
ANYTHING. 

3. LOCAL REP IS CONCERNED ABOUT POSSIBLE INTERNATIONAL 
IMPLICATIONS OF GOA STRATEGY EOR MULTINATIONALS. STILL, HE 
SAYS ESSO WOULD BE WILLING TO COMPROMISE AND OPERATE AS YPE 
AGENT IN MARKETING AND DISTRIBUTION PROVIDING YPE WILLING TO 
PAY SATISFACTORY FEES. HE ADDED ESSO ALSO WOULD BE PREPARED 
TO NEGOTIATE WITH GOA TO SELL ITS ASSETS HERE. ESSO WOULD MOST 
STRONGLY RESIST OPERATING ITS REFINERY HERE EOR YPF ACCOUNT SINCE 
REFINING BELIEVED MOST PROEITABLE PART OP ESSO'S BUSINESS. 

4. ESSO REP SAYS HIS COMPANY HAS INITIATED PROCESS TO OBTAIN 
ADMINISTRATIVE RF.LIF.F PROM DECREES AND RESOLUTIONS WHICH ESSO 
LAWYERS BELIEVE ARE UNCONSTITUTIONAL. IP ADMINISTRATIVE RELIEF 
DENIED, AND SETTLEMENT NOT POSSIBLE VIA NEGOTIATION, ESSO REP 
SAID COMPANY LIKELY TO TAKE ISSUE TO COURT. 

5. ONE IMMEDIATE PROBLEM REQUIRING ATTENTION IS LIQUIDITY 
SITUATION OF ESSO AND OTHER PRIVATE COMPANIES. UNDER TERMS 
OF RESOLUTION, PRIVATE COMPANIES ARE NOW TRANSFERRING ALL 
INCOME AND RECEIPTS TO YPF. YPF HAS INFORMED ESSO OF INTERIM 
FEES IT WILLING TO PAY, PENDING FINAL SETTLEMENT, WHICH ESSO 
TERMS GROSSLY INADEQUATE AND NOT EVEN ENOUGH TO COVER 
OPERATING COSTS. WHATEVER THE MERITS, YPF REPORTEDLY 

HAS YET TO MAKE ANY PAYMENT AT ALL AND COMPANIES CON- 
SEQUENTLY FACING INCREASINGLY TIGHT CASH PROBLEM. 

6. COMMENT: CHANGE IN ECONOMIC TEAM, INCLUDING APPOINTMENT 
OF NEW ENERGY SECRETARY MIGUEL REVESTIDO, MAY LEAD TO 
IMPROVEMENT IN SITUATION. GOMEZ MORALES HIMSELF REPORTEDLY 
OPPOSED YPF TAKEOVER FROM BEGINNING, USING SENSIBLE ARGUMENT 
THAT STATE SHOULD NOT WASTE SCARCE RESOURCES ON OPERATIONS 
ALREADY HANDLED EFFICIENTLY BY PRIVATE ENTITIES. HOWEVER, 

THERE IS ALREADY CONSIDERABLE POLITICAL MOMENTUM AND 
SENSITIVITY OVER RECENT PETROLEUM MEASURES AND NEW TEAM WILL 
HAVE TO MOVE CAREFULLY. 
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